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THIRTY-NINTH ANNUAL REPORT 
OF 
BOARD OF DIRECTORS 


For the Year ended December 31, 1964 


Your Directors submit herewith their thirty-ninth annual report 
and statement outlining the position of your Company as at December 
31, 1964. 


The year under review was notable in two respects. Volume of 
sales reached the highest level experienced during the last eleven years, 
which required the operation of our productive facilities at close to full 
capacity. A decision was also reached to embark on an extensive 
modernization programme for our Yarmouth mill. While this is 
necessary in order to maintain our competitive position, it reflects your 
management’s confident view that satisfactory demand for the Com- 
pany’s products will continue for the foreseeable future. 


North America Business Equipment Limited, of whose equity we 
own 3314%, continues to grow in total lease business outstanding, and 
in its profit performance. 

Technical Animations Inc., in which we have only a nominal invest- 
ment, still has an intriguing potential in its specialized field. We have 
acquired options on further shares as additional consideration for 
temporary financial assistance provided during the year. 


After providing for all expenses including depreciation, and for 
taxes on income, the net profit for the year amounted to $435,571 (as 
compared with $366,395 in 1963). 


Working capital at the year end amounted to $2,982,563 which is 
an increase of $971,940 over the previous year end. This gain largely 
arises from the proceeds of the sale of certain fixed assets leased back 
under an agreement concluded late in December. The major part of 
these proceeds will be used to pay for new equipment which will be in- 
stalled in the early part of 1965. 

This lease-back agreement, referred to in more detail in the notes 
to the current balance sheet, appears to be a wise way to finance our 
current capital programme without further borrowing. 

Regular quarterly dividends of 1714 cents per share were maintain- 
ed during the year together with an extra dividend of 10 cents a share 
paid in the first quarter. On December 17th, 1964 the Directors de- 
clared the first quarterly dividend of 1965 at the same rate, together with 
an extra dividend of 10 cents per share. This declaration is reflected 
in the financial statements for 1964. 


During recent years there has been important progress made in 
textile technology. New high speed equipment is now available, which 
provides a better product and reduces mill costs. Efficiencies such as 
these assist in meeting higher labour and raw material costs. 

The plant modernization programme which we have undertaken 
will bring our drawing, roving and spinning operation into line with 
the new and efficient weaving machines which had been previously in- 
stalled. This programme is already under way and it is hoped to be 
fully operating by mid-year. 

The economy of providing better yarns for our high speed weaving 
equipment is already apparent and should be reflected in future 
operating results. 


On June Ist, 1964, a new labour contract was negotiated for a 
period of two years. Under our Employee Pension and Retirement 
Fund Agreement, the Company contributed $93,286 for the year. This, 
together with employee contributions and interest earned, increased 
the Fund by $150,502 and it now stands at $1,696,233. 

Once again it is a privilege for your Directors to express their 
gratitude and appreciation to the employees who have contributed so 
materially to a successful year. 

By Order of the Board, 
ALAN V. YOUNG, 
March 15, 1965. President. 


COSMOS IMPERIAL MILLS LIMITED 
and its wholly owned Subsidiary 


J. SPENCER TURNER CO. LIMITED 


To the Shareholders of Comos Imperial Mills Limited: 


We have examined the consolidated balance sheet of Cosmos 
Imperial Mills Limited and its wholly-owned subsidiary, J. Spencer 
Turner Co. Limited, as at December 31, 1964 and the statement of con- 
solidated profit and loss and earned surplus for the year ended on that 
date and have obtained all the information and explanations we have 
required. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting 
evidence as we considered necessary in the circumstances. 


In our opinion and according to the best of our information and 
the explanations given to us and as shown by the books of the com- 
panies, the accompanying balance sheet and statement of consolidated 
profit and loss and earned surplus are properly drawn up so as to exhibit 
a true and correct view of the state of the affairs of the companies at 
December 31, 1964 and the results of their operations for the year 
ended on that date, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Our examination also included the accompanying statement of 
source and application of funds which, in our opinion, when considered 
in relation to the accompanying financial statements, presents fairly 
the sources and application of funds of the companies for the year 
ended December 31, 1964. 


CLARKSON, GORDON & CO., 


Chartered Accountants. 


Hamilton, Canada, 
February 15, 1965. 


COSMOS IMPERIAL MILLS LIMITED 


and its wholly owned Subsidiary 
J. SPENCER TURNER CO. LIMITED 


1964 1963 
Profit for year before the following deductions $1,170,813 $ 954,555 
PRCOTECIOTION cise. sare as chee ces eet s 237,956 210,783 
Contribution to employees’ Pension and Re- 
PIPEIONULE UNG. so osyore ccs scskeys eyloisssacs is ee 93,286 74,377 
331,242 285,160 
Profit before income taxes... .. 5... ..-sces: 839,571 669,395 
ere £AXCS- (OLE 3). 2.5 oe via vce ss ele sicle s 404,000 303,000 
BNC HE OTt LOL VEAL sus. sha Sie ties basadie whee Or tt $ 435,571 $ 366,395 
1964 1963 
Balance at beginning of year............... $3,056,100 $2,673,848 
Add: 
ENGL Prove [OR Weak was file sis % viscelatals o Slolak @ 435,571 366,395 
Reserve for contingencies restored to earned 
SHEPHISH: See Ln Rela a pues cease 555,297 
3,491,671 3,595,540 
Deduct: 
Dividends — 
Declared and paid during year....... 320,000 280,000 
Declared December 17, 1964, payable 
February 15, 21965). oic tackle 110,000 
Accumulated tax reductions arising in prior 
VEOES tae SOT ee ieee es ee eee 232,440 
Provision for loss on investment.......... 27,000 


430,000 539,440 
Balance at end Of yea... .. «0. -siiias oar 2 $3,061,671 $3,056,100 


COSMOS IMPE 


and its wholl; 
J. SPENCER Ti 


(with comparative fi 


CURRENT: 1964 1963 
CASI ISG ie ccynie Sierra eee rials Sie nid wie claves $ 440,811 $ 154,222 
Due from sale of equipment (since received) 

(ote. L) Saree occ Guerra ets: 1,125,000 


Investments in marketable securities — at 
cost (market value, $118,750 in 1964; 


SE16 SOO THR IOG JA ee Senet 121,563 121,563 
Accounts receivables ....5.2.'.5 vee bee os 1,083,198 859,485 
Employees’ savings bond purchases and 

AGVANCES ow Dane te tnd See ies artes 72,792 69,616 
Inventories at the lower of cost or market 

(NOTE Dye eee eee cae eteenes 1,788,234 1,588,940 
Advances for purchases of raw cotton..... 859,164 562,070 
Prepaid expenses -).i<\.castsiarcya sth as csieeroscia'e 76,667 62,542 

Total current assets........... 5,567,429 3,418,438 


INVESTMENT IN AND ADVANCES TO 
OTHER COMPANIES: 
North America Business Equipment Ltd — 


Shavestas'ateOstsas does ale cae ee enn ok 117,470 117,470 

AGVARCES Sai or Leek et oe es sok aot 650,000 650,000 
Technical Animations, Inc. — 

Shares — at cost less provision for losses. 27,500 27,000 

INGVANCE Me iece terre civ ele oe oisiencan se areelacele 5,000 5,000 


799,970 799,470 


FIXED (note 1): — 
Land, buildings and equipment at values ap- 
praised by Lockwood, Greene & Co. Inc. 
in 1926 plus subsequent additions at cost 5,931,638 6,247,257 
Less accumulated depreciation......... 3,478,131 3,996,367 


2,453,507 2,250,890 
$8,820,906 $6,468,798 


.L MILLS LIMITED 


med Subsidiary 


IER CO. LIMITED 


at December 31, 1963 


) 


CURRENT: 1964 
Banksind eOtednesssme nes cciissiseeietere err oon $2,021,122 
Accounts payable and accrued charges..... 214,565 
Pension fund contribution............... 93,286 
Income and other taxes payable.......... 145,893 
Dividends payable: tei so ees cago «oss 110,000 

Total current liabilities........ 2,584,866 


DEFERRED PROFIT 
on sale of equipment (note 1)............ 1,082,486 


ACCUMULATED TAX REDUCTIONS 
applicable to future years (note 3)....... 407,000 


SHAREHOLDERS’ EQUITY: 
Capital stock — 
Authorized and issued: 
400,000 common shares without par value 1,684,883 


EGENCU SUED IIS ighr Rice ticiit loneo suas 3,061,671 


4,746,554 


On behalf of the Board: 
ALAN V. YOUNG, Director 
JOHN T. SCARLETT, Director 


$8,820,906 


1963 


$1,110,000 
104,663 
74,377 
118,775 


1,407,815 


320,000 


1,684,883 


3,056,100 


4,740,983 


$6,468,798 


COSMOS IMPERIAL MILLS LIMITED 


and its wholly owned Subsidiary 
J. SPENCER TURNER CO. LIMITED 


(1) Fixed assets — 


On December 31, 1964 the company sold certain equipment for $1,125,000, 
the proceeds being received on January 6, 1965. This equipment has been 
leased to the company for a period of eight years commencing on December 
31, 1964, at an annual rental of $188,516 payable in equal monthly instal- 
ments. Upon expiry of the initial term the lease is renewable at the option 
of the company for eight successive terms of one year each at substantially 
reduced rentals. 


The profit on the sale, $1,082,486, will be taken into income on a straight- 
line basis over the initial term of the lease and is included in the accompany- 
ing balance sheet under the caption “‘Deferred profit on sale of equipment”’. 


(2) Inventories — 


Inventories consist of the following: 1964 1963 
Rawimaterials ein ans sisuisw cae we eae $ 704,122 $ 423,834 
WOLtKNIDIOCESS olan cieleloteine oe ticles ates wh aioe ee Oe 307,117 3325552 
Panished QOOUS ances) dareisie steleis slant site saces 694,259 726,104 
FACtOLYSUDDHES: eicics crsleie cael nictec afew cteies 82,736 106,450 


$1,788,234 $1,588,940 


(3) Income taxes — 


As a result of claiming capital cost allowances for tax purposes in excess of 
recorded depreciation, income taxes payable will be less than the current 
year’s provision by $87,000 (1963 — $33,300), and accordingly this amount 
is included in the balance sheet in the item “Accumulated tax reductions 
applicable to future years’’. 


(4) Future capital expenditures — 
The directors have approved future expenditures for new plant facilities 
aggregating $960,000. 

(5) Statutory information — 
Profit from operations includes the following income and income deductions: 


1964 1963 
Income: rp 
Income frominvestmentss< {irc sce ees ees <i $ 3,625" -$ 3,625 
Income deductions: 
Remuneration of executive officers and legal fees 85,214 79,170 


Remuneration of directors not holding salaried 
employment with the companies............ 4,400 4,400 


COSMOS IMPERIAL MILLS LIMITED 


and its wholly owned Subsidiary 
J. SPENCER TURNER CO. LIMITED 


SOURCES OF FUNDS: 1964 1963 
Operations — 
INGE protit for year: x... scepter sls oi $ 435,571 $ 366,395 
Sundry income included in earned surplus 888 
Charges not requiring cash outlays: 
AeA ae). since nina si on eae ee 237,956 210,783 
Income taxes deferred to future years 
(U0 oles Wiens ance ge: at eS 87,000 33,300 


760,527 611,366 


Deferred profit on sale of equipment 
(NOt 1) cuit wari ad can oa 5 ees ates 1,082,486 


Prior years’ provision for income taxes, 
reclassified as “‘accumulated income tax 
TEGUCHIONSaA epee ee Oe 54,260 


1,843,013 665,626 


APPLICATION OF FUNDS: 


Purchase.of fixed assets (net) so... 6.5 <0 440,573 120,880 
Dividends to shareholders — 
paid during year..... 320,000 280,000 
payable in 1965...... 110,000 
Purchase of long-term investments........ 500 104,000 
Advances to other companies............ 230,000 


871,073 734,880 


INCREASE (DECREASE) IN WORKING 
CAPITAL: san fier « allan beanie. ... & 971,940 $ (69,254) 
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